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SUMMARY 

The  Office  of  Budget  and  Program  Planning  (OBPP)  has  issued  revised 
revenue  estimates,  projecting  1993  biennium  revenue  collections  for  the 
general  fund  and  school  equalization  accounts  (SEA)  at  $48.8  milUon  below 
the  level  adopted  by  the  legislature  in  House  Joint  Resolution  24  (HJR  24). 
In  addition,  OBPP  calculates  that  after  adjustments  for  late  collections,  fiscal 
1991  revenues  will  be  approximately  $24  million  below  HJR  24  estimates. 
Thus,  OBPP  is  predicting  that  total  collections  for  the  three  year  period 
fiscal  1991  through  fiscal  1993  will  be  $73  million- -or  approximately  3 
percent- -less  than  the  legislature  anticipated. 

Lower  personal  income  tax  collections  account  for  over  75  percent  of 
the  shortfall  in  OBPP's  revised  estimates.  OBPP  assumes  that  the  $17.5 
million  shortfall  in  estimated  tax  payments  in  fiscal  1991  will  continue 
throughout  the  1993  biennium.  OBPP  also  revised  estimates  for  oil  price  and 
production,  interest  rates,  and  lottery  revenues  downward.  However,  its 
projections  for  the  end  of  the  biennium  are  more  optimistic  than  the 
legislature's  for  two  of  these  sources:  its  calendar  1993  oil  prices  and  non- 
farm  wage  and  salary  income  are  higher  than  those  contained  in  HJR  24. 
OBPP  also  increased  biennial  revenue  estimates  for  several  other  sources  by 
$9.5  million,    reflecting  higher- than-anticipated  collections  in  fiscal  1991. 

Based  on  its  revised  revenue  estimates,  OBPP  anticipates  a  $52.4 
million  deficit  in  the  general  fund  at  the  end  of  fiscal  1993,  if  expenditures 
remain  at  appropriated  levels.  It  has  requested  agencies  to  identify  $71.1 
million    in    budget    reductions,    allowing   an    $18.7    million    surplus.       Thus, 


approximately  2  percent  of  the  potential  8  percent  budget  reduction'  would 
be  needed  to  maintain  the  desired  surplus. 

Included  in  the  general  fund  deficit  is  an  anticipated  $48  million 
supplemental  for  the  SEA.  OBPP  projects  that  the  account  will  have  a  $17.3 
million  deficit  at  the  end  of  this  fiscal  year  and  an  additional  $30.7  million 
shortfall  in  fiscal  1993.  Since  expenditures  from  this  account  are  statutorily 
exempt  from  gubernatorial  budget  reductions,  OBPP  anticipates  money  will 
be  loaned  to  the  SEA  from  other  accounts  until  the  1993  session,  when  the 
legislature  will  be  asked  to  approve  a  general  fund  supplemental. 

Key  data  concerning  personal  income  tax  trends  will  not  be  available 
until  later  this  fall.  Calendar  1990  tax  return  extensions  are  due  October 
15,  the  first  quarter  of  fiscal  1992  withholdings  are  due  October  31,  and 
statistical  data  on  calendar  1990  tax  returns  are  expected  to  be  completed 
in  December.  Without  this  data,  it  is  difficult  to  determine  whether  the 
income  tax  shortfall  that  occurred  in  fiscal  1991  will  continue  throughout  the 
biennium . 

However,  current  data  indicates  that  there  may  be  fiscal  1992 
shortfalls  in  several  other  revenue  sources.  Short-term  interest  rates  are 
currently  over  two  percentage  points  lower  than  estimated  in  HJR  24  and  oil 
prices  are  $3.10  per  barrel  lower. 

Under  current  law,  the  Revenue  Oversight  Committee  (ROC)  is 
responsible  for  preparing  revenue  estimates  prior  to  each  session.  Prior  to 
the  1991  session,  ROC  received  testimony  from  university  economists, 
industry  representatives,  and  OBPP  and  LEA  staff  concerning  key  economic 


'OBPP  staff  note  that  the  seeming  discrepancy  between  a  3 
percent  per  year  revenue  shortfall  and  a  requested  8  percent  per 
year     budget     reduction     results      from     two     factors:  1)      the      two     years 

of  budget  cuts  are  designed  to  balance  three  years  of  revenue 
shortfalls;  and  2)  school  foundation  expenditures  are  statutorily 
exempt      from     gubernatorial     budget     cuts. 
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indicators.  Based  on  this  testimony,  ROC  adopted  the  revenue  assumptions 
and  estimates  contained  in  HJR  24,  as  introduced.  The  LFA  used  ROC's 
revenue  estimates  in  its  Budget  Analysis  issued  in  January  1991.  While  the 
Executive  Budget  was  published  prior  to  ROC's  adoption  of  assumptions,  the 
executive  and  ROC's  revenue  estimates  were  remarkably  close- -less  than  $5.0 
million  or  three-tenths  of  one  percent  different  for  the   1993  biennium. 

HJR  24  was  not  significantly  amended  during  its  passage  through  tax 
committees  and  both  houses. 


INTRODUCTION 

The  purposes  of  this  memo  are  to: 

a)  describe  the  revised  revenue  estimates  that  the  Office  of  Budget 
and  Program  Planning  (OBPP)  used  as  the  basis  for  its  proposed  budget 
reductions; 

b)  discuss  available  data  for  key  revenue  sources;   and 

c)  describe  the  process  used  in  preparing  the  1993  biennium  revenue 
estimates. 

OBPFs   REVISED    REVENUE    ESTIMATES 

OBPP  has  issued  revised  revenue  estimates,  projecting  1993  biennium 
revenue  collections  for  the  general  fund  and  school  equalization  accounts  at 
$48.8  million  below  the  level  adopted  by  the  legislature  in  House  Joint 
Resolution  24=.  In  addition,  OBPP  calculates  that  fiscal  1991  collections 
when  adjusted  for  late  collections  will  be  approximately  $24  million  below  HJR 
24  estimates.  Thus,  OBPP  is  predicting  that  total  collections  for  the  three 
year  period  fiscal  1991  through  1993  will  be  $73  million  less  than  anticipated. 

As  Table  1  shows,  OBPP's  revised  revenue  estimates  for  the  1993 
biennium  are  about  3  percent  lower  than  anticipated  by  the  legislature. 


"As   adjusted  for  bills  passed  during  the   1991   session. 
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TABLE    1 
Comparison   of   OBPP's   Revised    Revenue    Estimates   and 

HJR    24* 
(General   Fund    and   School    Equalization) 
(Millions) 


OBPP 
HJR  24 
Difference 
%  Difference 


FY92 

FY93 

815.523 

$830,496 

838.309 

856.530 

(22.786) 

(26.034) 

2.7 

3.0 

"Adjusted  for  bills  passed  during  the  1991  session. 


While  Statewide  Budgeting  and  Accounting  System  (SEAS)  records 
show  fiscal  1991  revenue  collections  were  $41.5  million  less  than  anticipated, 
OBPP  makes  two  adjustments  that  result  in  a  final  fiscal  1991  shortfall  of 
approximately  $24  million: 

1)  in  mid- August,  the  Department  of  Revenue  reversed  an  earlier 
document,  moving  $3.5  million  in  corporation  tax  audit  collections  from  fiscal 

1992  to  fiscal  1991  revenues.  While  this  transaction  took  place  after  the 
close  of  the  fiscal  year,  it  will  be  shown  as  an  adjustment  to  fiscal  1991 
revenues  in  the  official  fund  balance  statement  issued  by  the  Department  of 
Administration  later  this  fall. 

2)  OBPP  anticipates  that  most  of  the  property  tax  and  nonlevy 
revenue  associated  with  the  40  mill  statewide  equalization  levy  will  be 
collected.  In  fiscal  1991,  collections  were  $12.9  million  less  than  anticipated. 
In  July  and  August,  counties  transmitted  approximately  $6.1  million  of  the 
revenue  attributable  to  fiscal  1991.  OBPP's  revised  revenue  estimates  are 
based  on  the  assumption  that  the  entire  $12.9  million  of  fiscal  1991  shortfall 
will  be  collected  in  fiscal  1992  and  that  there  will  be  no  further  shortfall  in 

1993  biennium  collections  from  this  revenue  source. 


Attachment  A  shows  OBPP's  revised  revenue  estimates  by  source.  For 
reference,  it  also  shows  the  fiscal  1991  revenues,  compared  to  HJR  24 
estimates. 

In  OBPP's  revised  revenue  estimates,  lower  personal  income  taxes 
account  for  over  75  percent  of  the  shortfall.  OBPP  assumes  that  the  $17.5 
million  shortfall  that  occurred  in  estimated  tax  payments  in  fiscal  1991  will 
continue  throughout  the  biennium.  However,  it  anticipates  more  robust 
growth  in  non-farm  wages  and  salaries  than  contained  in  HJR  24,  as  Table 
2  shows.  While  OBPP  anticipates  slightly  lower  totals  in  this  category  in 
calendar  1991  and  1992  than  HJR  24,  its  calendar  1993  estimate  of  total  non- 
farm  wages  and  salaries  is  higher  than  HJR  24,  as  is  its  anticipated  real 
growth  throughout  the  biennium. 


TABLE   2 
Comparison   of  Non-Farm    Wage   and    Salary    Assnmptions 

(%    Growth) 


OBPP  (Revised)  HJR  24 

CY91-92  5.65%  4.80% 

CY92-93  6.77%  4.54% 


Despite  the  $4.9  million  shortfall  in  fiscal  1991  corporation  tax 
collections  (after  the  adjustment  for  the  late  audit  payment) ,  OBPP  has  not 
revised  biennial  total  revenue  estimates  for  corporation  tax  collections 
downward.  While  1992  anticipated  collections  are  decreased  slightly,  OBPP 
anticipates  offsetting  increases  in  fiscal  1993. 

OBPP  anticipates  $9.0  million  lower  collections  from  federal  mineral 
royalties  and  oil  severance  tax,   due  to  lower  oil  production  and  prices. 

As  Table  3  shows,  OBPP  projects  that  calendar  1991  oil  prices  will  be 
substantially  lower  than  anticipated  in  HJR  24,  but  that  calendar  1993  prices 
will  be  slightly  higher.     OBPP's  revised  estimates  assume  that  oil  production 
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will  be  2.4  percent  less  over  the  three  year  period  calendar  1991-1993  than 
anticipated  by  the  legislature. 


TABLE   3 

OBPP's    Revised    Oil    Price    Projections 

Price/BBL 


CY  OBPP   (Revised)  HJR  24  Difference/bbl 

1991  $19.67  $21.50             $(1.83) 

1992  21.00  21.60              (0.60) 

1993  21.51  21.23              +0.28 


OBPP  has  revised  interest  collections  downward  by  $5.6  million, 
reflecting  lower  interest  rates.  It  is  forecasting  short-term  interest  rates 
of  6.02  percent  in  calendar  1991  and  6.55  percent  in  calendar  1992. 

Lastly,  it  is  predicting  $4.8  million  lower  revenues  from  the  lottery 
during  the  biennium.  The  HJR  24  revenue  estimates  were  based  on  an 
expanded  player  base  due  to  the  introduction  of  the  Montana  lotto  game. 
OBPP  is  assuming  that  initial  customer  interest  in  the  new  game  will  wane, 
resulting  in  substantially  lower  collections  during  the   1993  biennium. 

OBPP  has  revised  estimates  for  several  sources  upward  from  HJR  24, 
as  Table  4  shows.      The  net  biennial  revenue  increase  is  $9.5  million. 


TABLE   4 

OBPP's    Revised    Revenue    Estimates   for 

Various    Revenues 

Sources,    1993   Biennium 

(Millions) 

Increase  from 

Insurance  Premium                                                $2.78 

HJR  24 

+  7.6% 

Vehicle  License  &  Registration  Fees                 3.16 

+  15.1 

Poker  License  Fees                                                  0.55 

+3.8 

Institution  Reimbursements                                   0.49 

+  1.8 

Coal  Severance  Tax                                                0.17 

+0.8 

Miscellaneous                                                              2 .  35 

+3.0 

Total  Net  Increase                                                $9.50 

IMPACT    ON    FUND    BALANCES 

Based  on  its  revised  revenue  estimates,  OBPP  anticipates  a  $52.4 
million  deficit  in  the  general  fund  by  the  end  of  fiscal  1993,  if  expenditures 
remain  at  appropriated  levels.  Attachment  B  shows  OBPP's  general  fund 
balance,  based  on  these  revised  revenue  estimates  and  current 
appropriations , 

By  requesting  $71.1  million  in  budget  reductions,  OBPP  hopes  to  cover 
the  $52.4  million  deficit  and  leave  an  approximate  $18.7  million  surplus. 
Thus,  about  2  percent  of  the  proposed  8  percent  "target"  budget  reduction 
would  be  used  to  maintain  the  desired  surplus. 

OBPP's  revised  general  fund  balance  sheet  is  based  on  the  assumption 
that  general  fund  reversions  will  total  $14  million  during  the  1993  biennium. 
This  may  require  downward  revision  if  significant  budget  reductions  are 
imposed  on  state  agencies.  Decreased  reversions  lower  the  ending  fiuid 
balance . 


Included  in  the  projected  $52.4  million  deficit  is  a  $48.0  supplemental 
for  the  school  equalization  account  (SEA).  OBPP  anticipates  that  SEA  will 
have  a  $17.3  million  shortfall  in  fiscal  1992  and  an  additional  $30.7  million 
shortfall  in  fiscal  1993.  Since  99  percent  of  the  appropriations  from  this 
account  are  for  the  foundation  program  (which  is  statutorily  exempt  from 
gubernatorial  budget  cuts) ,  the  Governor  cannot  under  current  law 
significantly  reduce  expenditures  from  this  account.  In  order  to  handle  the 
deficit  in  fiscal  1992,  OBPP  is  examining  legal  issues  associated  with  the  use 
of  existing  loan  authority.      Section  17-2-107(2),   MCA,   states: 

When   the  expenditure   of  an   appropriation   ...is   necessary   and  the   cash 

balance   in   the  accounting  entity  from  which   the  appropriation  was  made 

is   insufficient,   the  department  of  administration  may   issue  a  temporary 

loan,   bearing   no   interest,   of   unrestricted  money   from  other  accounting 

entities   if   there   is   reasonable   evidence   that   the   income  will   be 

insufficient   to   repay   the   loan   within   one   calendar   year...  (emphasis 
added  ) 

During  the  second  year  of  the  biennium,  the  Office  of  Public 
Instruction  via  OBPP  will  request  a  supplemental  general  fund  appropriation 
from  the  1993  legislature  to  cover  the  projected  $48  million  deficit  in  the 
account,   in  accordance  with  Section  20-9-351,   MCA. 

DATA    ON    KEY    REVENUE   SOURCES 

Income  Tax 

Obviously,  personal  income  tax  is  the  key  component  in  determining 
the  magnitude  of  the  revenue  shortfall  during  the  coming  biennium,  since 
it  comprises  over  75  percent  of  the  shortfall  in  OBPP's  revised  revenue 
estimates . 

As  detailed  in  earlier  memos  to  the  committee  (March  5,  June  12,  and 
August  1),  the  fiscal  1991  shortfall  in  personal  income  taxes  was  due  to 
lower- than-anticipated  collections  from  estimated  taxes  on  nonwage  and  salary 
income.     While  tax  collections  from  wage  and  salary  income  were  very  close 
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to  anticipated  levels,  the  tax  paid  on  capital  gains,  farm  income,  interest 
and  dividends,  and  other  types  of  income  not  subject  to  withholding  (i.e. 
estimated  taxes)  was  $17.5  million  less  than  anticipated.  Historically, 
estimating  collections  from  nonwage  and  salary  income  is  difficult  for  two 
reasons:  1)  state  income  taxes  on  this  income  are  due  annually,  rather 
than  quarterly;  and  2)  these  income  sources  tend  to  be  more  volatile  than 
wage  and  salary  income.  Since  the  federal  Tax  Reform  Act  of  1986,  income 
tax  paid  on  nonwage  and  salary  income  has  grown  from  10  percent  of  total 
income  tax  collections  to  nearly  30  percent  of  the  total. 

Collections   from   estimated   tax   sources   have   fluctuated   markedly   in 
recent  years,   as  Table  5  shows. 


TABLE   5 

Estimated    Tax    Collect 

ions 

(Millions) 

FY88 

$25.5 

FYSe 

30.1 

FY90 

48.1 

FY91 

35.1 

Later  this  fall,  additional  data  will  be  available  from  two  sources  that 
may  help  predict  whether  the  fiscal  1991  shortfall  in  estimated  tax  collections 
will  continue  throughout  the  1993  biennium: 

1)  October  15  extensions.  A  number  of  taxpayers  (approximately  7 
percent)  receive  a  six -month  extension  on  filing  their  state  personal  income 
taxes.  These  returns  are  due  October  15.  Some  observers  theorize  that 
the  extensive  discussion  of  estimated  tax  payment  during  the  1991  session 
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may  have  influenced  taxpayer  behavior',  and  that  substantial  additional 
calendar  year  1990  taxes  will  be  paid  in  October  1991.  Historically,  monthly 
income  tax  collections  do  increase  in  October,  reflecting  extension  payments. 
However,  October  monthly  collections  have  varied  dramatically  in  recent 
years,   as  Table  6  shows. 


TABLE   6 

October 

Income   Tax    Collections 

(Millions) 

FY88 

$  2.1 

FY89 

3.7 

FY90 

15.4 

FY91 

6.0 

By  late  October,  extension  returns  will  be  filed  and  total  calendar 
1990  tax  payments  known. 

2)  calendar  1990  data.  By  December,  the  Department  of  Revenue  will 
have  received  and  keypunched  most  of  the  calendar  1990  tax  returns 
(including  the  October  15  extensions).  At  that  point,  detailed  statistical 
data  will  be  available,  allowing  a  determination  of  what  components  of 
nonwage  and  salary  income  declined.  Until  this  additional  data  becomes 
available,  it  is  difficult  to  predict  whether  the  fiscal  1991  shortfall  in 
estimated  tax  will  continue  in  fiscal  1992  and  1993. 


'Prior  to  tax  year  1991,  taxpayers  were  subject  to  interest 
but  no  penalties  if  the  payment  for  the  previous  tax  year  was 
made      by      October      15.  Under      House      Bill      959      passed     by      the      1991 

legislature,  for  tax  year  1991  and  beyond  taxpayers  must  pay  either 
95  percent  of  their  current  year's  tax  liability  or  100  percent  of 
the  previous  year's  liability  by  April  15  or  be  assessed  a 
penalty. 
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Interest  Rates 

HJR  24  assumes  a  short-term  interest  rate  of  7.71  percent  for  fiscal 
1992.  As  of  August  26,  1991,  the  interest  rate  on  90-day  treasury  bills 
was  5.4  percent.  Board  of  Investment  staff  report  that  the  current 
average  interest  rate  earned  on  the  state's  Short-Term  Investment  Pool 
(STIP)  is  less  than  5.5  percent.  In  its  August  1991  edition,  Wharton's 
U.S.  Economic  Outlook  forecasts  short-term  interest  rates  to  be  less  than 
6  percent  for  calendar  1992. 

Compounding  the  impact  of  the  lower  interest  rates  are  lower  amounts 
available  for  investment.  The  revenue  shortfalls  in  fiscal  1991  significantly 
reduced  the  fund  balances  in  the  SEA  and  the  general  fund  account, 
resulting  in  less  cash  to  invest. 

Interest  on  the  treasury  cash  account  (which  does  not  include  the  coal 
tax  permanent  trust  fund  or  the  common  school  trust)  is  an  important 
general  fund  revenue  source:  $47.4  million  during  the  1993  biennium  under 
HJR  24  revenue  estimates. 

TRANS   Issue 

In  addition  to  potential  revenue  shortfalls  from  TCA  investments, 
arbitrage  earnings  from  the  issuance  of  Tax  and  Revenue  Anticipation  Notes 
(TRANS)  may  not  be  fully  realized.  HJR  24  assumed  that  TRANS  would  be 
issued  July  1,  1991,  producing  $0.75  million  in  interest  earnings  in  fiscal 
1992.  The  Department  of  Administration  has  not  yet  determined  whether 
TRANS  will  be  issued  during  this  fiscal  year. 

Oil  Prices 

As  of  August  21,  the  posted  price  of  crude  oil  in  central  Montana  was 
$18.40  per  barrel.      The  calendar  1991  price  in  HJR  24  is  $21.50. 
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REVENUE    ESTIMATE    PROCEDURES    AND    HISTORY 

Section  5-18-107,  MCA,  state  that  prior  to  each  legislative  session  the 
Revenue  Oversight  Committee  (ROC)  is  responsible  for  preparing  "an 
estimate  of  the  amount  of  revenue  projected  to  be  available  for  legislative 
appropriation".      An  amendment  enacted  by  the  1991  session  provides: 

The  committee's  estimate,  as  introduced  in  the  legislature,  constitutes 
the  legrislature 's  current  revenue  estimate  until  amended  or  until  final 
adoption  of  the  estimate  by  both  houses.  It  is  intended  that  the 
legislature's  estimates  and  the  assumptions  underlying  the  estimates  will 
be  used  by  all  agencies  with  responsibilities  for  estimating  revenues 
or   costs,   including   the   preparation   of   fiscal   notes. 

Prior  to  the  1991  amendment,  ROC  also  had  a  statutory  responsibility 
to  "issue  periodic  reports  to  the  legislature  in...  the  interim,  indicating  the 
committee's  current  revenue  estimate". 

In  preparation  for  the  1991  session,  ROC  held  two  meetings  to  solicit 
input  on  key  economic  assumptions  to  be  included  in  the  revenue  estimate 
resolution.  At  a  November  16,  1990  meeting,  members  heard  testimony  from 
university  economists  and  trade  groups  concerning  personal  income  growth, 
interest  rates,  oil  prices,  and  other  economic  variables.  At  its  December 
7  meeting,  the  committee  asked  revenue  estimating  staff  from  OBPP  and  the 
LFA  to  present  the  results  of  their  research.  Based  on  testimony  received 
at  the  two  meetings,  the  committee  voted  on  each  assumption,  which  were 
then  introduced  in  House  Joint  Resolution  24. 

The  LFA  used  the  economic  assumptions  adopted  by  ROC  in  its 
revenue  estimates,  published  in  January  1991  in  the  Budget  Analvsis.  While 
the  Executive  Budget  was  published  in  December  prior  to  ROC's  adoption 
of  assumptions,  the  executive  and  ROC's  general  fund  and  SEA  revenue 
estimates  were  remarkably  close-  a  difference  of  only  $5.0  million  for  the 
1993  biennium  or  less  than  three -tenths  of  one  percent.  Nor  were  there 
significant  changes  in  revenue  estimates  throughout  the  session.  Although 
the  resolution  was  considered  at  ROC  meetings  in  February  and  March,   by 
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the  Senate  and  House  Taxation  committees,  and  voted  upon  by  both  the 
House  and  Senate,  there  were  relatively  few  changes  in  the  basic  economic 
assumptions  and  resulting  revenue  estimates.  Table  7  shows  the  revenue 
estimates  for  several  key  revenue  sources  at  three  stages  in  the  process: 
in  the  Executive  Budget  published  in  December  1990,  in  HJR  24  as 
introduced  by  ROC  (and  used  in  the  LFA  Budget  Analysis) ,  and  as  adopted 
by  the  legislature  on  the  90th  day. 
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TABLE   7 

Key 

Revenue   Assumptions 

(Millions) 

FY91 

FY92 

FY93 

Income  Tax   f Millions) 

OBPP^ 

$303,460 

$311,176 

$327,201 

HJR  24   (introduced)^ 

300.490 

305.411 

323.470 

HJR  24   (adopted)' 

300.490 

307.161 

325.820 

Corp.   Tax   f Millions) 

OBPP 

44.861* 

56.083 

55.409 

HJR  24   (introduced) 

43.307* 

53.645 

52.879 

HJR  24   (adopted) 

43.307* 

53.632 

52.854 

40  Mill  Revenue   (Millions) 

OBPP 

67.719 

71.934 

73.187 

HJR 

69.910 

71.902 

73.375 

HJR  24 

69.910 

71.864 

73.378 

CY91 

CY92 

CY93 

Oil  (Price/Barrel) 

OBPP 

25.70 

22.01 

20.63 

HJR  24   (introduced) 

23.73 

21.60 

21.23 

HJR  24   (adopted) 

21.50 

21.60 

21.23 

♦General  Fimd  Portion 

At  the  March  5  ROC  meeting,  both  OBPP  and  LFA  staff  presented 
written  reports  expressing  concern  with  three  areas  in  the  resolution: 
income    tax    collections,    oil    prices,    and    interest    rates.        The    LFA    staff 


*As     published     in     Executive     Budget 

^HJR     24     as     introduced     and     as     used     in     LFA     Budget     Analysis 
*As     adopted     by     the     Legislature 
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recommended  that  the  legislature  consider  budgeting  a  5  percent  ending  fund 
balance  in  both  the  general  fund  and  SEA  ($43.5  million)  due  to  the 
potential  volatility  of  these  revenue  sources.  (The  revised  Executive  Budget 
included  a  $30.0  million  ending  fund  balance.)  The  committee  voted  not  to 
revise  the  resolution  until  more  information  became  available. 

On  April  9,  the  Senate  Taxation  Committee  heard  testimony  that  oil 
prices  in  the  resolution  might  be  too  high.  OBPP  testified  that  while  income 
tax  collections  continued  to  be  of  concern,  complete  information  on  fiscal 
1991  collection  would  not  be  available  until  late  April.  On  April  15,  the 
committee  approved  the  resolution  with  no  changes  in  the  key  assumptions. 

The  free  joint  conference  committee  which  met  during  the  last  week 
of  the  session  to  consider  difference  between  the  Senate  and  the  House 
versions  increased  total  revenues  by  approximately  $7.9  million,  reflecting 
higher  anticipated  income  tax  audits,  legislative  audit  collections,  and 
TRANS  arbitrage  earnings.  It  also  lowered  projected  calendar  1991  oil  price 
by  $2.23/barrel.  However,  there  were  no  amendments  to  the  other  key 
economic  assumptions.  On  the  last  day  of  the  session,  HJR  24  passed  75 
to  19  in  the  House  and  35  to  13  in  the  Senate. 

ROC  continues  to  be  active  in  monitoring  revenue  estimates  during  the 
interim.  LFA  staff  has  presented  two  reports  to  the  committee  concerning 
shortfalls  in  fiscal  1991  revenues.  At  its  June  12  meeting,  LFA  staff 
reported  that  data  through  May  indicated  that  the  fiscal  1991  shortfall  would 
be  more  than  $20  million.  At  the  August  2  meeting,  LFA  staff  reported  that 
final  fiscal  year  end  figures  showed  a  $41.5  million  shortfall. 


TJ3A:pe:LFC8-29.mem 
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